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Fiscal Year Business Unit Depariment Priority No.

2018/17 3350 California Energy Commission

Budget Request Name Program Subprogram

3360-001-BCP-DP-2016-A1 ENERGY RESOURCES BUILDING AND APPLIANCES
CONSERVATION

Budget Request Description
Titie 20 Appliance Efficiency Standards Compliance Assistance and Enforcement Program

Budget Request Summary

This proposal requests two permanent positions to support the Title 20 Appliance Efficiency Standards
Compliance Assistance and Enforcement Program. Senate Bill 454 (Paviey, Chapter 591, Statutes of 2011)
authorized the Energy Commission to establish an administrative enforcement process for violations of the
Energy Commission’s appliance efficiency standards, with penalties up to $2,500 per violation. The requested
staff resources will conduct investigations to uncover violations leading fo penalties ievied through a formai
administrative adjudication, mutuai settiement or litigation, and conduct compliance assistance, outreach and
education to stakeholders on how to comply with the Energy Commission’s regulations. Without these
additional staff resources, the Energy Commission will not be able to adequately enforce these energy efficiency
standards which are needed to meet the Global Warming Solutions Act authorized by Assembly Bili 32 (Nufez,
Chapter 488, Statutes of 2006). Total funding request for this proposal is $275,000 from the Appliance
Efficiency Enforcement Subaccount (Fund 3205).
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Energy Commission’s reguiations.  Without these additional staff resources, the Energy
wi.i noi be able to adeqguaiely enforce these energy efficiency stawda de which are neeqsd
Globa! Warming Solutions Act authorized by Assembly Bill 32 (Nufiez Chapter 43 atut

Total funding request for this proposal is $278.000 from the Applance Eff
Subaccount (Funa 3205).

Sackground/History

Under the Warren-Alquist Act, the Energy Commission regularly prescribes appliance efficiency
standards for appliances that consume a significant amount of energy or water statewide (Public
Resources Code § 25402(c)). These standards save consumers money through reduced energy costs
over the lifetime of the more efficient product. For example, battery charger standards, when fully
implemented, are estimated to save nearly 2,200 gigawatt hours sach year — or enough ensrgy to
power nearly 350,000 homes. This saves California ratepayers 2 combined $306 million each year,
and is equivalent to avoiding 1 million metric tons of carbon dioxide. However, these estimates can
only be fully realized if manufacturers and retailers comply with the standards.

SB 454 and its implementing regulations authorized the Energy Commission to estabiish an
administrative enforcement process for violations of the appliance efficiency standards. The Energy
Commission may impose penalties up to $2,500 per violation.

A recent market survey conducted by the Energy Commission shows that of a sample search of 4,000
models of appliances, 80 percent were not in the Energy Commission database and subseguenily
cannot legally be sold or offered for sale in California. This is a a significant leve! of noncompliance that
the Energy Commission currently does not have sufficient resources to address completely {for
example, multiple companies are unlawfully selling the products, but the Energy Commission has
resources to enforce against oniy a few of these companies). This creates an unfair business
environment where compliant manufacturers are being out-competed by noncompliant competitors.
Additionally, in 2015, 14 electrical appliances were procured for testing at the Energy Commission’s
contract test laboratory and, to date, 10 have been tested with 10 failing. All of the failed appliances
are small battery chargers used in a myriad of applications. These 10 failing appliances are being
developed into enforcement cases and it is anticipated that most, if not all, will resuit in penalty

assessments.

Resource History

Program Budget PY -1 PY ey
Authorized Expenditures $175k $412k 5%492)-’4
Actual Expenditures $175k | $232k | :
| Revenues ! 0 0 $1m |
© Authorized Positions i 1 3 z
Filled Positions 1 2| 3!

. Vacancies § 0! 1
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- Workload Measure LoPY-1 PY | cy ‘

- Compliance seminars 0 7 19(1.200

‘l ? attendees) |
. Products tested at lab ; 5 42

' Cases under investigation ! 4 3 17 |

| i I !

Cases closed/settled . 2 3 ; 21

State Level Consigerations

Appliance efficiency standards are an increasingly critical component in meeting the state’s greenhouse
gas raduction and clean energy goals. The Energy Commission recently released its drafi Aciior Plan
to implement Assembly Bill 758 (Skinner, Chapter 470, Statutes of 2009), which reguires the Snargy
Commission to develop a comprehensive program to achieve greater energy efficiency in the statg’s
existing buildings. Reducing the amount of energy consumed by appliances that are pluggead intc those
buildings (called “plug-loads”) is one of the key strategies that the Energy Commission has identified in
its draft Action Plan for increasing existing building efficiency. Reducing plug-lcads through energy
efficiency standards will also play a significant role in achieving the Governor's State of the State goals
of doubling the efficiency in existing buildings, one of the five ways that the Governor has identified to
achieve deep greenhouse gas reductions. Finally, the Governor's emergency Executive Order in
response to the drought has increased the urgency with which the Energy Commission has pursued
efficiency in water-consuming appliances such as faucets and showerheads.

Justification

On May 12, 2015, the Energy Commission adopted regulations to implement SB 454 regulations which
took effect July 1, 2015, The enforcement authority authorized by SB 454 is critical to ensure that
manufacturers and retailers comply with the Energy Commission’s appliance efficiency standards so
the State of California and consumers can receive the energy savings and associated greenhouse gas
reductions intended by the standards. The regulations establish a formal administrative process for
levying fines, although a settlement process may also be used. Such processes require significant time
for investigation and case-building. Data from sister agencies (e.g. California Air Resources Board)
show that, on average, these types of enforcement actions take approximately 200 hours to resolve
once a fully operational enforcement program is up and running. Currently, there are 17 open
enforcement investigations and this will double to 34 or beyond by next fiscal year at the current rate of
testing. If additional positions are not authorized, the number of pending cases is projected to increase,
resulting in a significant case backlog.

Since the SB 454 regulations have been in effect, the Energy Commission has successfully closed one
case through the settlement process, which yielded 2 $1 million penalty, a consumer rebate program.
and required an entire suite of products be redesigned to be compliant with the appliance efficiency
standards. Additional staff are necessary to achieve similar results going forward which will vield &
higher compliance rate. As previously mentioned, in 2015. 14 electrical appliances were procurad for
testing at the Energy Commission’s contract test laboratory and, to date, 10 have beern testad with 10
failing. All of the failed appliances are small batiery chargers used in & myriad of appiications. These
1G failing appliances are being developed into enforcemsant cases and it is anticipated that most. if not
all. will result In penalty assessments. More products are in the queue to be tested and more failuras
are anticipated, resulting in  steady penalty revenue stream for the foreseeable future Aaditionally
most of the tested products are not registered in the Energy Commission’'s database and marked
lizbeled) in accordance with the regulations  These are additional violatione that carry penaliies
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The new enforcement authority provides an opportunity Tor the Energy Commission 1o concuct
education and outreach to manufacturers and retailers whe are reguirsd to comply with the applian
efficiency regulations.  Similarly, the threat of an administrative penalty has brought forwarc

increasing number of manufacturers and retailers who sesk help in ensuring that they comply with th
reguiations.  Education, outreach and compliance assistance typically use fewer resources whi
achieving greater compiiance with the regulations than formal enforcement actions and are therefo;

the preferred approach over bringing an enforcement case.
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One new position will be the lead for investigation and enforcement cases related to alleged viclations
of the appliance efficiency regulations. and will have & high level understanding of the technical aspects
of the federal and state sfficiency regulations, test methodologies, and enforcement case handling
process. This leac enforcement role will be responsible for identifying targets for investigation,
conducting investigations, drafting enforcement related correspondence, coordinating with legal and
appliance program technical staff, and conducting settlement negotiations. With the approval of this
position, approximately nine more cases could be closed each fiscal year. It will also be responsible for
establishing and managing appliance testing and evidence procurement contracts, maintaining the
enforcement database and other tracking tools, training and assisting staff, establishing effective case
handling processes, and will serve as a liaison between the appliances unit and the enforcement unit
on matters that impact enforcement cases. This lead role will be critical as the program grows io
establish effective, consistent processas for enforcement investigations, to maintain collaboration with
the appliances unit, to handie all iT system needs, fo report case statistics and data to management,
and to ensure consistent turnover of enforcement cases generating greater appiiance efficiency
compliance.

The sacond new position will be the lead staff person for compliance assistance anc outreach, and will
have a high level understanding of the technical aspects of federal and state efficiency regulations, test
methodologies, and the certification compliance process. This role will primarily be responsible for
interacting with stakeholders, advocacy groups, and the regulated community to answer technical
questions and promote awareness of California’s appliance efficiency regulations and enforcement
program. This role will also be responsible for establishing an education/outreach plan, outreach
materials, and maintaining the enforcement website to ensure outreach materials are readily available
to the public. Outreach will be done through webinars, trade shows, seminars, workshops, public
presentations, email, printed materials, website updates, factsheets, press releases, and phone calis.
This role will also estabiish and manage a new market survey contract to identify statewide compiiance
with appliance certification requirements, and will analyze market survey data to compile compliance
statistics and identify areas where outreach is needed.

Outcomes and Accountability
With the approval of two new positions, the Energy Commission will pursue more enforcement cases,
collect monetary penalties, increase compliance with efficiency standards, anc provide more aducation
and outreach to the regulated community. The result will be measured in terms of increased

" ,

(

compliance with appliance efficiency certification requirements identified by the marke! survay contrach,
& reduction in tested appliances failing to meet efficiency standards, and an increase in the number of
enforcement invastigations and cases closed.
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Approve this proposal

Pros: Authorizing two additional positions will provide the Energy Commission with the necessary
resources to build a solid compliance assistance and enforcement program utilizing its new
administrative penalty authority to achieve increased compliance with appliance efficiency
reguiations. Increased compliance with the appliance sfficiency standards will result in anergy
savings and greenhouse gas reductions allowing California to meet its energy and climate change
policy goals. These energy savings will protect consumers from the energy losses from
noncompliant products sold by noncompliant manufacturers and retailers and create a level playing
field for manufacturers who are compliant,

Con: Requires additional resources.
Approve one position

Pros: Authorizing one position will provide staff resources to assist with implementing the naw
enforcement process which includes outreach and education, and pursuing penalties. With the
addition of one position, approximately nine more cases could be closed each fiscal year.

Con: The Energy Commission will not have sufficient resources to follow-up on enforcement leads
while building a new enforcement process and providing education and outreach to stakeholders.

Do nothing
Pro: No appropriation is needed to fund the additional staffing resources.

Cons: The Energy Commission will be unable to successfully build a robust enforcement program
with the new administrative penalty authority provided under SB 454 Existing staff will continuz to
handle minimal enforcement cases, opening the Energy Commission up to industry. public and
advocacy organizations complaints about unfair compstition and products being soid thai are
noncompliant.  Without the additional resources the Energy Commission will be unable to
undertake meaningful enforcement actions, allowing existing rates of noncompliance to continue in
the market, which transiates to lost energy savings and increased greenhouse gas emissions. This
will make it challenging for California to meet its energy and climate change policy goals.
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5 Srovide work assignments commensurate witn the classification and function.  (Novemosr
2018}

Supplemental Information

N/A
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The recommended aliernative is #1. Authorize wo new permanern positions to effectively implement
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Department of Finance
2016-17
Finance Letter Worksheet

3360-001-3205-2016 DEPT: Energy Resources Conservation and
Development Commission

Prop 98: N STATE OPERATIONS

3360-101-BCP-BR-2016-A1 Title 20 Appliance Efficiency Standards Compliance Assistance and

Enforcement Program

Proposal Summary

Add resources to support the Title 20 Appliance Efficiency
Standards Compliance Assistance and Enforcement Program
authorized in Chapter 591, Statutes of 2011.

Category Changes Positions
Salaries and Wages 2.0
Staff Benefits 0.0
Operating Expenses and Equipment 0.0

Total Category Changes 2.0

Program Changes
2385 Energy Resources Conservation 2.0

2385010 Building and Appliances 2.0

Total Program Changes 2.0

Fund Changes
Amount Funded by 3360-001-3205-2016 2.0

Net Impact to ltem 2.0

ASM CONSULTANT: CG

SEN CONSULTANT: CBF

DOF ANALYST: Kathy Madison
LAO DIRECTOR: BB

SCENARIO: April Revision
VERSION: Finance Working

RUN DATE: Mar 24, 2016 11:17 AM

Whole Dollars
159,000
68,000

48,000
$275,000

275,000
275,000
$275,000

275,000
$275,000



Titie 20 Appliance Efficiency Standards Compliance Assistance and Enforcement
Program
Workload Documentation

Energy Commission Speciaiist (ECS) lii — Compliance Assistance & Outreach

The ECS IIl will be the lead staff person for compliance assistance and outreach responsible for
interacting with stakeholders, advocacy groups, and the regulated community to answer
technical questions and promote awareness of California’s appliance efficiency regulations and
enforcement program.

Develop outreach and education plans and strategies

The ECS IIl will develop outreach and education plans and strategies to reach stakeholders of
the appliance efficiency standards to encourage compliance.

200 HOURS

Develop and deliver education materials to stakeholders

The ECS Ill will develop targeted educational training material to deliver to stakeholder
audiences throughout the state in person and virtual settings related to the compliance and
enforcement of the appliance efficiency standards. The ECS Il will analyze complex
engineering questions and provide comprehensive explanations to industry stakeholders. The
ECS Il will also develop, distribute, and refresh outreach material, including but not limited to:
information about appliance efficiency database certification processes; presentations on
enforcement: contributions to industry publications; easily understood factsheets and
information graphics; brochures and pamphlets; website updates; user-friendly Frequently
Asked Questions (FAQs); and other educational information.

600 HOURS

Ongoing stakeholder engagement

The ECS Il will alert and educate industry stakeholders about new programs, requirements,
and compliance tools for the appliance efficiency standards. The ECS Il will also communicate
directly with stakeholders to answer technical questions about appliance efficiency compliance
and enforcement in easily understood terms. The ECS Il will work with the regulated community
to achieve greater understanding of the appliance efficiency compliance requirements and the
enforcement process.

1,000 HOURS
Total 1,800 HOURS



Energy Commission Specialist (ECS) Il - Enforcement

The ECS Il will be the lead staff person for investigation and enforcement cases related to
alleged violations of the appliance efficiency regulations.

Develop enforcement plans/strategies, and contract management

The ECS Il will work with Appliance Efficiency Office staff, management, and Energy
Commission attorneys to identify targets for investigation (e.g., retailers and
manufacturers). This includes use of leads submitted to the Energy Commission by third
parties, field work, use of the market survey results generated by the Energy Commission's
outside consultant(s), and internal development of leads. The ECS il will establish and
manage a testing contract for testing targeted appliances to determine compliance with energy
efficiency standards.

300 HOURS
Conduct enforcement investigations, settlements and litigation

The ECS Ill will conduct investigations of alleged violations of the appliance efficiency
regulations and gather evidence through internet searches, field work, testing, and
communications with market participants. The ECS 1l will contact potential violators through
telephone calls, meetings, and written correspondence. The ECS Il will coordinate with legal
and appliance program technical staff to draft enforcement related correspondence, perform
settlement negotiations and draft settiement documents. The ECS III will develop and maintain
suitable record-keeping methods and files (electronic and hardcopy) and mentor staff in their
proper use; prepare documents for administrative and judicial processes (such as
interrogatories and written testimony): assist attorneys with facts for incorporating in
briefs; and testify before Energy Commission adjudicatory hearings and possibly at court
hearings. The ECS Il will also maintain the enforcement case database and other tracking
tools.

1,500 HOURS

Total 1,800 HOURS



Executive
Office

Executive Directorate

Executive Director
Chief Deputy Director

Assistant Executive Director
Compliance & Enforcement

|| EC Spec Il (EFF)

|| EC Spec! (EFF)

EC Spec il
— PROPOSED FY
2016-17

EC Speclli
‘— PROPOSED FY
2016-17

Current and Proposed for
FY 2016-17



